01347 



1991/02/14 



*> 



LIMITED OFFICIAL USE nnT ~= - , <v 

n I ■ rc . RELEASED incoming * 
Department of State TELEGRAM 



face ft v tt 

ACTION ITt-ll 



KiJii iuci Hvn umu 



info oct-ii cn-n ir-fi p-« uit ii/n 



11*0 



LOf-U 
MOf'M 

HtfU 

OlC-ffl 

VSIC-M 



AlO-lf 
till 

10-11 
OPIC-U 



•ii-fi 
Uin-M 

IIC-H 
IIL-If 



nil fvim 



■11 Al Ul 



CIAE-Ift 

t-ai I 

JUU-lf 

sp-ii 



WUC-ll 
Ml I J 
IU-K 
STAE-II 



I4UJIZ /21 If 



United States Department of State 
Office of YQl, I J rivrtcy, k Clarification Review 
R«vii:w Authority .THRAD-a, ROCff? 
Date 04 /J5 AM 



UI-II 

eaj»-h 

m-n 
om-u 

/f71W 

- — «ifi» 

f tl«9)ll Ml It 

fH AHEM ASSY II U INC 

10 KCSTAIt VASNOC PRIORITY MM 

lira tucpoc/usooc vasnoc 

AHeptSlR 0UAJUU0V 
0A./UUI ROAM NONMJTQ 
AflCMSUL SHANGHAI 
AI1C0NSUI SIENVMC 
IStlllSIM UUIt 1111 
AfCMASSV TOKYO 
III TAim 1717 
RJ1C0NSUL IIFNCIU POUCH 



LIH1TE0 OFFICIAL USE IEIJING I4SS9 

•SOK FM 4 4117 IIP/1 AP/OPICNK/'QVHrSNM -LUC YA 

IWVA FOR WTI 

OtrAtTRElT PASS ELECTRONICALLY TO BIT! FOI HASSEY 

C.0.U1H; H/A 

TMSi ITRO, CI 

SUIJECIi AiltTR IUSSEYS WISIT TO lEIJIMC: TRANSPARENCY Of 
UIHA't TRADE IYSTEH 

i. to transparency or china- s tram systeh is one area 

TINT VE CXPCCT AUS1I I1ASSCV WILL RAISE MHIl* HIS 
WCOllltO HIS1T TO IEIJIW. OUR TROUGHS 01 THIS ISSUE 
AIE AS FOLLOWS. 

I. LACK Of TRANSPARENCY IS OKC OF TIC RlCCEST PRCKUia 
FACIM M EXPORTERS IK CHINA. THIS PIQUE*. EXISTS AT 
ALL LtWtl OF COVCHmCKT AMD EXTENDS TO DEALINGS Will 
FOREIGN TftAOC EHTEIFIISES (FTEI AS WEIL. CHINESE 
OFFICIALS HAVE TOLI IS THAT PROPAGATION LAST TEA! Of AN 
AOMNISTIATIVE PROCEDURES LAV, MICH PEAKITS GOVERNMENT 

'OFFICIALS TO K SUEO, WILL RESULT IK GREATER 
TRANSPARENCY SfCJVSE OFFICIALS WtU IC WLNERAILE TO 
Witt USE! ON ACTIONS THEY TOOK PURSUANT TO 
LMPUILICIZII REGULATIONS, I0UEYER, VE NAVE HOT NOTEO 

HJJt INCREASE II TRANSPARENCY IN RECENT rtOKTKS. 

•I. IN ACOITIOR TO LACI Of TRANSPARENCY FOR EXISTING 
LAVS AW REGULATIONS, IMF. LAW/IECUl AT ION RAKING PIOCCSI 
II HOST CASES ALSO REMAINS OPAQUE TO US lUSINEtS MO 
tflVlRNHENT tCFHESCMTATIVIS. T»C FOLLOWING ARE SPECIFIC 
IXuntS WHERE LACK OF TRANSPARENCY It A PAITICIAU 
PROfLEJt 

4. TRAM REFORM: II UU, CUM ADOPTED AN EXTENSIVE 

package of trade iefoahs. these itroans altered tme 

RELATIONSHIP ICTVEEN THE CEHTIAl 60«INflEMT AHO THE 
PROVINCES. FTE'S RICITS MO ICSPONSlIll IT1ES WtlE 

ixrusimi nooiFito. in all. iwikit-iime sepuatc 

MFOittS WtlE ABOPTEB. THESE IEF0"«I NA¥E NtVER IEEH 
••14.1 tl [B. THIS IS ONLY A SflAU TAIT Of THE IO0Y OF 



CIM-II 
M-tl 
AIAE-M 
USE -If 



■ElilH HH1 M OF fl 141)131 141) 

FOtXICN TIAOC ICW1AII0HS TO VHlC« Wt *AV( NO ACCESS. _ 
INC CENTIAL COVCINflEAT ISSUES A S11A0Y STI(AH Of 
OINCCTIVES TO SUtOIDlMATE MVtMMKlAL UUltS ANO FTE'S 
INAT AFFECI UMAT CHINA CM 1*011 Mt> IT UXOR. THESE 
OIIECTIVES USUALLY lErUlN HE III) HOT FOI IELEASC TO 
FC«EICMtA£). 

\. (HI FMEICM 1IA0E PLAN: IVCtY FUL, IflJlHC 
COHOUCIS All AMUAL TRADE COItfCIEACE THAI OETtlfllHtl nQtt 
INAN HALF Of WHAT CIlNA WILL. IHPOAT INE rbllQWIHG TEA*. 
FM A VIDE IAHCE OF PIWUCTS, THE PLAN SETS AHMUAl 
lllPCfT QUOTAS. If PLAHNEIS Of TEtniNE 1HAI CHINESE 
DOMESTIC PROOUCTIM IS SUfFICIEUT, AH I IV OAT QUOTA WILL 
■E SCT AT ItRQ. THE IHPMT Pi AM IS A VERY CLOSELY 1EIC 
DOCUnCHT. IEIJIHC REFUSES TO IC«Al ITS CONTENTS EVEN 
AfTER TIC FACT. 

(. HAJOR PROJECT tWOflfUrtOH: THE AJWlT*l AHO f lYE-YUt 
PLAMS ALSO OET t«11 HE A LUCE PORTION OF CHINA'S FUJTO 
IHYESTNJHT PROJECTS. INFOIMIIO* RECAJtOINO THESE 
PROJECTS IS OFTEN UMAVAIlAlLE TO US FIRJ1S. WORTS 
RECUIREO FM THESE PROJECTS AFE SEIOM TENOEREO FOR 
DOS. IHSTEAO, TIE CHINESE FH'S HECOIlATE DIStCUY 
WIT! SELECTED SUPrLIERS FOR JU REQUIRED COUIPnENT.Q VE 
«_A« MO EVIDENCE THAT US FIRftf ARE STSIEhAf ICALLT _ 
OlSCIiniMATPEO ACtiasi IN THIS PROCESS, IUT IT IS A FACT 
OF LIFE THAT THE JAPANESE ME KMER AT OPERAIIHG IH 

THIS OPAQUE ENVIROMrtENT THAN AJURICAKJ. 

7. TEXTILE IRAHSSHIhlEHTS; THE CHIWSE CLAin TO HAVE 
ISSOEO NEW lEtULATICNS AlflEO AT CONTROLLING THIS 
PAQRLEn. VE IAVE REQUCSTEO 4 COPT OF THESE REGULATIONS, 
"TO PAR WITH NO SUCCESS. 

*, fAY CAPS: RunORS RAVE IEEH AAOVNO FOR OVER A TEAR 

THAT HI N I nUJVrtAXI INK CAPS ON CHINESE tf*LOYEE SALARIES 
HAVE IEEH CSIAILISIEO AHO THAT AH INTERNAL USE OQCUttfHT 
' TO THIS EFFECT 110 IEEH ISSUED. VE NAD UNOFFICIAL 
COnflRfUTIOI OF TNIS IH SHANCNAI LAST YEW, ANO IEIJIHC 
CITY AUTHORITIES RECENTLY WORKED JV KAHACCRS THAT IKE 
CAPS CO |K FACT EXIST, A TIOROUCH ACCOUNT OF THE 



RESTRICTIONS AND A COST OF TME REGULATION. HOWEVER, 
REMAIN UNAVAILAILE. 

I. INVESTMENT PRIORITY AHQ APPROVAL CUIOtLIKES: 
-HAVE KHOttt FOR SOW TIME THAT Th[ CNIHX5 C0VERH11EHT-HAS 
A VERY DETAILED LIST OF THE KIKOS OF INVESTMENTS THAT IT 
WILL APPROVE. OHER TIAH OISCUSSIHC IH GENERAL TERM 
WAT IT LIKES (HIGH TECH, EXPORT-ORIENTED, 
INFRASTRUCTURE} AHO OOES NOT L IKE ("HON- PRODUCTIVE' 
INVESTI1CNTS, ENTERPRISES TARGETING THE 0OMS1IC MARKET), 
THE AUTVOPt TIES HAVE HOT IEEH VlUIN« to GO INTO CREATE! 
DETAIL ABOUT ITS PREFERENCES. WHICH COVEBN TIE APPROVAL 
—PROCESS, NOR PROVIOE COPIES Of HE RELEVANT DCTAILtO— 
REGtiLATlORS. 
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II. TALKIHG POINTS 



f CNIHA'S TRAOE SYSIEH IS AMONG THE WORLD'S LEAST 
TRANSPARENT. VE IEHEVE THIS IS 1 HAJOR H[A50W FOI THE 
-10W LEVEL Of US EXPORTS TO CHINA. _ 

I VE LACK IllIC INFORrtAriOH TO OUERHIHE THE TRAOE 
I1RRIERS VE FACE IH CtiiH*. riOJT <rt CHINA'S TRADE LAW" 
ANO REGUlAflOHS REHAIH NEIfU. 
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CSIU't IHTMTS. VlMQUI ACCflS T THIS lAfOArUTIM * 
WMlttf* UOVUC UCUCM CHIN! IS 6IVIKG US 

raooucrt faii accim to iit cum* huiut. 

I vt itfoiitn utottfttwu conriAin tmt chima-i 
iir«T sutsiiTurioM tuns mi a iuum naiccnomsT 
iamim. TMtu mat uvi icrci icch run kit 

ULCAUO. TN[T Alt SUIJfCT TO FUOUCNT CMAN&C UirNOUT 
NOTIFICATION. 

I 04 Flttlt Ht4 f l« IT OlfFlCW.1 TO Oil A IX 
UCOUATC UFOIIuriOa AtWTJUUM INWUttM MOJCCtS IN 
OHM. TM JAmtU NAVE HVUOffO A NCTWOAM Of 
ItUTIONttlU Win CilHttf ItlPOITIK IHAT WORKS TO 
T« OIIAOVAMtAU Of U.I. FIIKS. UUEV 
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